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Cox Communications, Inc. ("Cox"), by its attorneys, hereby submits its Consolidated
Comments on the Petitions for Reconsideration that were filed on the Commission's Orders in
the above-captioned proceedings.” Cox generally supports those Petitions that ask the
Commission to maintain sufficient competitive safeguards over Bell Operating Company

("BOC") entry into competitive businesses. Cox specifically supports the Petition for

1/ Cox has submitted consolidated comments on the Petitions for Reconsideration
because of the interrelated nature of the competitive safeguards issues involved in the two above-
captioned Orders. See Implementation of the Non-Accounting Safeguards of Sections 271 and
272 of the Communications Act of 1934, as amended, First Report and Order and Further Notice
of Proposed Rulemaking, CC Docket No. 96-149, FCC 96-489 (released December 24, 1996)
("Non-Accounting Safeguards Order"); Implementation of the Telecommunications Act of 1996:
Accounting Safeguards Under the Telecommunications Act of 1996, Report and Order, CC
Docket No. 96-150, FCC 96-490 (released December 24, 1996) ("Accounting Safeguards
Order"), (collectively the "Orders").

2/ See Petition for Clarification or Partial Reconsideration of the Association for Local
Telecommunications Services (Docket 96-149) (the Commission should codify that BOCs may
not provide in-region interLATA information services, except for information services covered
by Section 271(g)(4), prior to receiving Section 271 authorization); Petition for Reconsideration
and Clarification of AT&T Corp. (Docket 96-149) (the Commission should clearly prohibit a

(continued...)
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Reconsideration/Clarification of Time Warner Cable which urges the Commission to clarify that
Section 272 applies to BOC provision of video services.? Cox also urges the Commission to
reject the request by SBC Communications, Inc. that the Commission not require an exogenous
adjustment when network investment costs are reallocated from regulated to nonregulated.?

In its petition, Time Warner asks for a clarification that BOCs be permitted to provide
video programming only through a separate affiliate. As the Time Warner Petition points out,
1 ¢ "incidental interLATA" services exemption in Section 272(a)(2)(B (i) distinguishes between
the telecommunications service transmission underlying a video programming service and the

video programming service itself.¥ The transmission component is exempt from the Section 272

2/ (...continued)
BOC and a BOC Section 272 affiliate from integrating functions such as marketing, sales,
advertising, service design and development, product management, facilities planning and other
activities); Petition for Reconsideration of MCI Telecommunications Corporation (Docket 96-
149) (the Commission should strengthen its separation and nondiscrimination reporting
requirements); Petition for Reconsideration of Teleport Communications Group Inc. (Docket 96-
149) (the Commission should prohibit BOC affiliates from providing both local exchange
service and in-region, interLATA service).

3/ Petition for Reconsideration/Clarification of Time Warner Cable (Docket 96-149)
(“Time Warner Petition™).

4/ Petition for Reconsideration of SBC Communications, Inc. (Docket 96-150) ("SBC
Petition™) at 10-14,

S/ Time Warner Petition at 3-4. Section 272(a)(2)(B)(i) exempts "incidental interL ATA
services described in paragraphs (1), (2), (3), (5), and (6) of section 271(g)" from the
requirements of Section 272. While Section 271(g)(1)(A) includes "audio programming, video
programming, or other programming services" in the definition of incidental interLATA
services, Section 271(h) qualifies their "incidental” treatment. Specifically, Section 271(h) states
that Section 271(g) is to be "narrowly construed,” and limits the application of Section
271(g)(1)(A) to BOC programming services to "those interLATA transmissions incidental to the
provision by a Bell operating company or its affiliate of video, audio and other programming
services that the company or its affiliate is engaged in providing to the public.”
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separate affiliate requirements as an incidental interLATA service, while the video programming
service is not. The Commission thus should state explicitly, as the Time Warner Petition
requests, that a BOC video programming service is to be treated just as any other non-electronic
publishing information service under Section 272(a)(2)(C), and therefore is fully subject to the
separate affiliate requirements of Section 272.¢

This conclusion is not a matter within the Commission’s discretion. The Commission
generally has the power under the 1996 Act to make the policy hoice to impose structural
separation on BOC affiliates engaged in competitive activities.” In this case, however, there is
no policy choice to make. By the words it used in Section 272 and Section 271, Congress
mandated that interLATA BOC video programming services be subject to the separate affiliate
requirements of Section 272. A BOC therefore may not provide any interLATA video
programming services unless it complies with the separate affiliate safeguards of Section 272.

The Commission should also reject SBC's request that the Commission not require an
exogenous adjustment when network investment costs are reallocated from regulated to
nonregulated accounts.¥ Contrary to SBC's argument, it is completely consistent with the intent
and principles of price cap regulation that regulated prices should decrease when a BOC enters

an unregulated product or service market and network investment previously assigned to

6/ Time Warner Petition at 4.
7/ See Consolidated Cox Petition at 3-4.

8/ SBC Petition at 10-14.
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regulated services becomes reclassified as unregulated.? Ratepayers should never bear the costs
of BOC investments that are used for unregulated activities. Absent required exogenous
adjustments for BOC reallocations, BOCs will have every incentive to assign network upgrades
and other costs to the regulated side of their businesses, even when those costs are in fact made
for the primary purpose of BOC entry into competitive businesses. Integrated BOC investments
into regulated and nonregulated businesses will become increasingly common as the BOCs

¢« ntinue to use their wireline networks for entry into the long distance, vireless and video

markets.'? The Commission already has recognized, correctly, that exogenous adjustments to

9/ SBC Petition at 13.

10/ See, e.g., Consolidated Cox Petition at 3-4.
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the price cap indices "will only be eliminated when competition in the local service market
eliminates the need for cost allocation rules altogether."Y The Commission should reject SBC’s

request for a contrary ruling here.

Respectfully submitted,
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April 2, 1997

11/ Accounting Safeguards Order at § 265.



CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing “Consolidated Comments on the Petitions for
Reconsideration of Cox Communications, Inc.” was mailed via U.S. first-class mail, postage
prepaid, this 2nd day of April, 1997, to the following:

Frank W. Krogh

Mary L. Brown

MCI Telecommunications Corporation
1801 Pennsylvania Ave., NW

Wash., D.C. 20006

Mark C. Rosenblum
Leonard J. Cali

James H. Bolin, Jr.
AT&T Corporation
Room 3247H3

295 North Maple Avenue
Basking Ridge, NJ 07920

Richard A. Karre

U S West, Inc.

1020 - 19th St.,, NW
Suite 700

Wash,, D.C. 20036

Brian Conboy

Sue D. Blumenfeld
Michael G. Jones
Willkie Farr & Gallagher
Three Lafayette Centre
1155 - 21st St., NW
Wash., D.C. 20036

Richard J. Metzger

General Counsel

Association for Local Telecommunications
Services

1200 - 19th St., NW

Suite 560

Wash., D.C. 20036



Teresa Marrero

Senior Regulatory Counsel
Teleport Communications Group Inc.
One Teleport Drive
Staten Island, NY 10311

Walter H. Alford

William B. Barfield

Jim O. Llewellyn

BellSouth Corporation

1155 Peachtree St., NE, Suite 1800
Atlanta, GA 30309-2641

David G. Frolio

BellSouth Corporation

1133 -21st St, NW

Wash., D.C. 20036 .

Alan N. Baker

Ameritech

2000 West Ameritech Center Drive
Hoffman Estates, IL. 60196

Richard McKenna, HQE(03J36
GTE Service Corporation
P.O. Box 152092

Irving, 75015-2092

Gail L. Polivy

GTE Service Corporation
1850 M St., NW

Suite 1200

Wash., D.C. 20036

Jack B. Harrison

Frost & Jacobs LLP
2500 PNC Center

201 East Fifth Street
Cincinnati, OH 45202




Thomas E. Taylor

Sr. Vice President-General Counsel
Cincinnati Bell Telephone Company
201 East Fourth St., 6th Floor
Cincinnati, OH 45202

Wendy S. Bluemling

Director - Regulatory Affairs
SNET

227 Church Street

New Haven, Connecticut 06510

Alan Buzacott

MCI Telecommunications Corporation
1801 Pennsylvania Ave., NW

Wash., D.C. 20006

James D. Ellis

Robert M. Lynch

David F. Brown

SBC Communications, Inc.
175 E. Houston, Room 1254
San Antonio, TX 78205

Durward D. Dupre

Mary W. Marks

Jonathan W. Royston

Southwestern Bell Telephone Company
One Bell Center, Room 3520

St. Louis, MO 63101

Albert H. Kramer

Robert F. Aldrich

Dickstein Shapiro Morin
& Oshinsky LLP

2101 L St,NW

Wash., D.C. 20554-1526

Constance A. Ra.ndolph

April 2, 1997



